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1. BEGIN UNCLASSIFIED. ACCORDING PRENSA LATINA ITEM DATELINED 
ALGIERS JULY 6, AND APPEARING PANAMA DAILY MATUTINO, PANAMA 
AND ALGERIA LAST WEEK SIGNED A BILATERAL TRADE AND ECONOMIC 
COOPERATION AGREEMENT. FOLLOWING ADDITIONAL INFORMATION 
CONTAINED IN MATUTINO ARTICLE. AGREEMENT PROVIDES FOR 
BILATERAL TRADE IN FTERTILIZERS AND PETROLEUM FROM ALGERIA AND 
FOR BANANAS AND SUGAR FROM PANAMA. CARLOS PEREZ HERRERA 
(LEGISLATIVE COMMISSION) AND LAYACHI YAKER (FOREIGN TRADE 
MINISTER) SIGNED. RESPECTIVELY, FOR PANAMA AND ALGIERS. 

IN STATEMENTS PRENSA LATINA ATTRIBUTED TO PEREZ, HE CITED 
THE AGREEMENT AS ANOTHER STEP TOWARD "PANAMA'S ECONOMIC 
LIBERATION" AND CLOSER RELATIONS BETWEEN THE TWO GOVERN- 
MENTS, IN SPIRIT OF SOLIDARITY OF NON-ALIGNED COUNTRIES. 
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2. BEGIN LIMITED OFFICIAL USE. TEXACO REFINERY OFFICIAL 
WITH WHOM EMBOFF DISCUSSED AGREEMENT OFFERED ONLY THE 
FOLLOWING GENERAL COMMENT: PANAMA'S REQUIREMENT FOR SUB 
STANTIAL BUNKER FUEL FOR POWER GENERATION AND SHIP BUNKER- 
ING NECESSITATES RELATIVELY HEAVY CRUDE, OF LOW SULFUR 
CONTENT. HE UNAWARE WHAT TYPES CRUDE ALGERIA COULD OFFER. 

3. COMMENT: THIS BILATERAL TRADE AGREEMENT WITH NON- 
TRADITIONAL TRADE PARTNER IS APPARENTLY BY-PRODUCT OF 
ATTENDANCE BY PANAMA'S FONMIN TACK AT NON-ALIGNED SUMMIT 
IN ALGIERS LAST YEAR. PEREZ CONDUCTED FOLLOW-UP TALKS AT 
TIME OF GENERAL TORRIJOS' VISIT TO SPAIN IN DECEMBER, AND 
PANAMA OPENED AN EMBASSY IN ALGIERS EARLIER THIS YEAR WITH 
THE FORMER DIRECTOR OF THE FOREIGN MINISTRY'S DIPLOMATIC 
DEPARTMENT, JORGE APARCIO, AS AMBASSADOR. IT IS DOUBTFUL 
THAT PANAMA WILL IN NEAR FUTURE HAVE OTHER THAN NOMINAL 
AMOUNTS OF BANANAS AND SUGAR AVAILABLE FOR ALGERIA. BANANA 
PRODUCTION HAS BEEN STATIC AND SUGAR OUTPUT BARELY SUFFI- 
CIENT FOR LOCAL CONSUMPTION PLUS U.S. QUOTA. NOR WOULD 
PANAMA APPEAR TO GAIN MUCH FROM IMPORTS OF ALGERIA CRUDE 
OR FERTILIZERS. DURING HEIGHT OF ARAB OIL EMBARGO, TEXACO 
REFINERY HERE WAS ABLE SECURE SUFFICIENT CRUDE TO PREVENT 
SIGNIFICANT SHORTAGE. CUTBACK OF 20 PERCENT IN PROPANE 

GAS PRODUCTION SHORT-LIVED. AT TIME, ALGERIA RESPONDED TO 
PANAMA OVERTURES WITH OFFER OF PRODUCTS AT 5 TIMES TEXACO 
PRICE. THUS, ECONOMIC BASIS FOR THIS NEW BILATERAL WOULD 
APPEAR MARGINAL. END LIMITED OFFICIAL USE. 
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